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hospital may request reconsideration
of a decision by CMS that the hospital
has not met the requirements of the
Hospital IQR Program for a particular
fiscal year. Except as provided in para-
graph (¢)(2) of this section, a hospital
must submit a reconsideration request
to CMS no later than 30 days from the
date identified on the Hospital Inpa-
tient Quality Reporting Program An-
nual Payment Update Notification Let-
ter provided to the hospital.

(2) A reconsideration request must
contain the following information:

(i) The hospital’s CMS Certification
Number (CCN);

(ii) The name of the hospital;

(iii) Contact information for the hos-
pital’s chief executive officer and
QualityNet system administrator, in-
cluding each individual’s name, e-mail
address, telephone number, and phys-
ical mailing address;

(iv) A summary of the reason(s), as
set forth in the Hospital Inpatient
Quality Reporting Program Annual
Payment Update Notification Letter,
that CMS concluded the hospital did
not meet the requirements of the Hos-
pital IQR Program;

(v) A detailed explanation of why the
hospital believes that it complied with
the requirements of the Hospital IQR
Program for the applicable fiscal year;

(vi) Any evidence that supports the
hospital’s reconsideration request, in-
cluding copies of patient charts, e-
mails and other documents; and

(vii) If the hospital has requested re-
consideration on the basis that CMS
concluded it did not meet the valida-
tion requirement set forth in para-
graph (d) of this section, the reconsid-
eration request must contain the fol-
lowing additional information:

(A) A copy of each patient chart that
the hospital timely submitted to CMS
or its contractor in response to a re-
quest made under paragraph (d)(1) of
this section; and

(B) A detailed explanation identi-
fying which data the hospital believes
was improperly validated by CMS and
why the hospital believes that such
data are correct.

(3) A hospital that is dissatisfied with
a decision made by CMS on its recon-
sideration request may file an appeal
with the Provider Reimbursement Re-

§412.152

view Board under part 405, subpart R of
this chapter.

[76 FR 51782, Aug. 18, 2011, as amended at 77
FR 53674, Aug. 31, 2012]

Subpart |—Adjustments to the
Base Operating DRG Payment
Amounts Under the Prospec-
tive Payment Systems for In-
patient Operating Costs

SOURCE: 77 FR 53674, Aug. 31, 2012, unless
otherwise noted.

§412.150 Basis and scope of subpart.

(a) Section 1886(q) of the Act requires
the Secretary to establish a Hospital
Readmissions Reduction program,
under which payments to applicable
hospitals are reduced in order to ac-
count for certain excess readmissions,
effective for discharges beginning on
October 1, 2012. The rules for deter-
mining the payment adjustment under
the Hospital Readmission Reductions
Program are specified in §§412.152 and
412.154.

(b) Section 1886(0) of the Act requires
the Secretary to establish a Value-
Based Purchasing (VBP) Program for
inpatient hospitals (Hospital VBP Pro-
gram), which requires CMS to make
value-based incentive payments to hos-
pitals that meet performance standards
for applicable performance periods, ef-
fective for discharges beginning on Oc-
tober 1, 2012. The rules for determining
the payment adjustment under the
Hospital Value-Based Purchasing Pro-
gram are specified in §§412.160 through
412.167.

PAYMENT ADJUSTMENTS UNDER THE
HOSPITAL READMISSIONS REDUCTION
PROGRAM

§412.152 Definitions for the Hospital
Readmissions Reduction Program.

As used in this section and in
§412.154, the following definitions
apply:

Aggregate payments for all discharges
is, for a hospital for the applicable pe-
riod, the sum of the base operating
DRG payment amounts for all dis-
charges for all conditions from such
hospital for such applicable period.
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§412.154

Aggregate payments for excess readmis-
sions is, for a hospital for the applica-
ble period, the sum, for the applicable
conditions, of the product for each ap-
plicable condition of:

(1) The base operating DRG payment
amount for the hospital for the appli-
cable period for such condition;

(2) The number of admissions for
such condition for the hospital for the
applicable period; and

(3) The excess readmission ratio for
the hospital for the applicable period
minus 1.

Applicable condition is a condition or
procedure selected by the Secretary
among conditions and procedures for
which:

(1) Readmissions represent conditions
or procedures that are high volume or
high expenditures; and

(2) Measures of such readmissions
have been endorsed by the entity with
a contract under section 1890 and such
endorsed measures have exclusions for
readmissions that are unrelated to the
prior discharge (such as a planned read-
mission or transfer to another applica-
ble hospital).

Applicable hospital is a hospital de-
scribed in section 1886(d)(1)(B) of the
Act or a hospital in Maryland that is
paid under section 1814(b)(3) of the Act
and that, absent the waiver specified
by section 1814(b)(3) of the Act, would
have been paid under the hospital inpa-
tient prospective payment system.

Applicable period is, with respect to a
fiscal year, the 3-year period (specified
by the Secretary) from which data are
collected in order to calculate excess
readmission ratios and adjustments
under the Hospital Readmissions Re-
duction Program.

Base operating DRG payment amount is
the wage-adjusted DRG operating pay-
ment plus any applicable new tech-
nology add-on payments under subpart
F of this part. This amount is deter-
mined without regard to any payment
adjustments under the Hospital Value-
Based Purchasing Program, as speci-
fied under §412.162. This amount does
not include any additional payments
for indirect medical education under
§412.105, the treatment of a dispropor-
tionate share of low-income patients
under §412.106, outliers under subpart F
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of this part, and a low volume of dis-
charges under §412.101.

Ezxcess readmissions ratio is a hospital-
specific ratio for each applicable condi-
tion for an applicable period, which is
the ratio (but not less than 1.0) of risk-
adjusted readmissions based on actual
readmissions for an applicable hospital
for each applicable condition to the
risk-adjusted expected readmissions for
the applicable hospital for the applica-
ble condition.

Floor adjustment factor is the value
that the readmissions adjustment fac-
tor cannot be less than for a given fis-
cal year. The floor adjustment factor is
set at 0.99 for FY 2013, 0.98 for FY 2014,
and 0.97 for FY 2015 and subsequent fis-
cal years.

Readmission is the case of an indi-
vidual who is discharged from an appli-
cable hospital, the admission of the in-
dividual to the same or another appli-
cable hospital within a time period of
30 days from the date of such dis-
charge.

Readmissions adjustment
equal to the greater of:

(1) 1 minus the ratio of the aggregate
payments for excess readmissions to
aggregate payments for all discharges;
or

(2) The floor adjustment factor.

Wage-adjusted DRG operating payment
is the applicable average standardized
amount adjusted for resource utiliza-
tion by the applicable MS-DRG rel-
ative weight and adjusted for dif-
ferences in geographic costs by the ap-
plicable area wage index (and by the
applicable cost-of-living adjustment for
hospitals located in Alaska and Ha-
waii). This amount includes an applica-
ble payment adjustment for transfers
under §412.4(f).

factor is

§412.154 Payment adjustments under
the Hospital Readmissions Reduc-
tion Program.

(a) Scope. This section sets forth the
requirements for determining the pay-
ment adjustments under the Hospital
Readmissions Reduction Program for
applicable hospitals to account for ex-
cess readmissions in the hospital.

(b) Payment adjustment. (1) General.
To account for excess readmissions, ex-
cept as provided for in paragraph (d) of
this section, an applicable hospital’s
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